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PART A 
ALL Students MUST answer questions 1 to 20 
(2 marks are allocated to each question) 


Select the correct answer (or answers) for each of the following TWENTY (20) questions by 
clearly circling the appropriate letters on the Answer Sheet provided on page 9. 


1. If producing a good generates pollution (a negative externality), from a social 


perspective... 

The price of the good will be too low and the quantity produced will be too low 
The price of the good will be too low and the quantity produced will be too high 
The price of the good will be too high and the quantity produced will be too low 
The price of the good will be too high and the quantity produced will be too high 
The price of the good will be too low but the quantity produced will be correct 


72900 


2. The aggregate demand curve for a public good can be obtained by ... 


a. Privatising the good 
b. Vertically adding the individual demand curves for the good 
c. Horizontally adding the individual demand curves for the good 
d. Eliminating access to the good 
e. Allowing open access to the good 
Table 1 
Excludable Nonexcludable 
Rivalrous Good 1 Good 2 
Nonrivalrous Good 3 Good 4 


3. With reference to Table 1, examples of goods of type Good 3 would include... 
Netflix 

Open-source software 

Food 

A non-congested toll road 

Blue-fin tuna in open ocean fisheries 


0200 


4. With reference to Table 1, examples of goods of type Good 4 would include... 
Netflix 

Open-source software 

Food 

A non-congested toll road 

Blue-fin tuna in open ocean fisheries 


0200p 


5. Which one of the following techniques could be used to estimate the value of a 


wetland ecosystem? 
Hedonic pricing 

The Travel Cost Method 
Defensive expenditures 
Dose-response 
Contingent valuation 


0A20O0p 
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6. Which of the following are examples of non-point source pollutants? 


a. Emissions from a waste water treatment plant 
b. | Emissions from the chimney stack of a coal fired power station 
c. Emissions from a car exhaust (tailpipe) 
d. Nutrient runoff from agriculture 
e. None of the above 
Figure 1 
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7. Figure 1 above shows the potential ways to allocate a non-renewable, high quality 
copper resource across two generations with a total supply of 250 million tons. The 
curve MNB1 shows the marginal net benefits in the current generation and PV 
[MNB2] shows the marginal net benefits in the second generation after discounting. 
What area(s) would represent(s) the benefits obtained by the first generation at the 
economically optimal allocation? 


a. A 

b. A+B 

c. A+tB+C 

d. A+B+C+D 

e. A+B+C+D+E 


8. The main difference between the results from cost-benefit analyses of the possible 


impacts of climate change arise from? 

Assumptions about changes in agricultural productivity 
The choice of the value of a human life 

The choice of the value of the discount rate 

The probability of increases in cyclones and other storms 
The increase in the spread of tropical diseases 


oa2o0n0p 
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Figure 2 


Marginal revenue/cost & average revenue 
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Fishing effort 


9. With reference to Figure 2, the economic optimum for an open-access fishery 
occurs at which level of fishing effort? 


eoa2o0np 


ono oon 


10. Which of the following types of values do not involve any direct or indirect 
interaction with the resource being valued? 


a. 
b. 
c. 
d 


e. 


Existence value 

Altruistic value 

Bequest value 

The values humans derive from the groundwater recharge functions of a wetland 
ecosystem 

The value of fish harvested from a river 


11.The most influential variable influencing the timing of the harvest of a stand of 
timber is? 


oa2o0n0p 


The discount rate 

The value of non-timber forest products 
The age of the timber 

The mean annual increment 

The price of timber 


12.Which one of the following techniques would most likely be used to estimate the 
value of a remote and rarely visited ecosystem? 


oa2o0n0p 


Hedonic pricing 

The Travel Cost Method 
Defensive expenditures 
Dose-response 
Contingent valuation 
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13.Which one of the following statements is false? 


a. 
b. 
C: 


d. 
e. 


Technological progress will lower the price of transferable pollution permits 

Under a pollution tax, technological progress will reduce overall pollution levels 
Under a system of transferable pollution permits, technological progress will reduce 
overall pollution levels 

A pollution tax creates an incentive for technological progress 

Under a system of transferable pollution permits, technological progress can result in 
some firms increasing their pollution levels 


14. The view that humans should minimise interference with natural systems is called? 


0200p 


Strong sustainability 

The precautionary principle 
Weak sustainability 
Absorptive capacity 
Physical accounting 


15.As the proportion of the population that gets flu shots increases, the probability 
that a person who does not get a flu shot will catch the flu decreases. Thus, flu 
shots generate? 


0Ql20O0f 


Economies of scale 
External diseconomies 
Negative externalities 
Internal economies 
Positive externalities 


16.Which of the following is not a policy that could be instituted in order to help 
achieve sustainability? 


a. 
b. 
C 
d. 
e. 


Correcting markets for externalities 

Eliminating all government interference in markets to allow them to function as freely 
as possible 

Ecological tariffs 

Recognising and valuing ecosystem services 

Levying a natural capital depletion tax 


17.Which one of the following factors does not contribute to forest loss? 


0200p 


Demographic pressure 
Under-pricing of timber resources 
Secure property rights 

Open access to timber resources 
Institutional failure 


18. The socially optimal level of pollution occurs where... 


0200p 


MCc = MCp 
Pollution is zero 
MNPB > MEC 
MNPB = MEC 
TB=TC 
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19.A key determinant of the social cost of carbon is? 

The price of fossil fuels 

The cost of climate change related damage 

The discount rate 

None of the other answers 

The levels of concentrations of greenhouse gases in the atmosphere 


oaAo0f 


20.Assuming economic efficiency is maximised, when will more of a resource tend to 
be used in the first time period (as compared to future time periods)? 

Whenever the marginal net benefits in the future are negative 

Whenever the discount rate is positive 

Whenever the marginal net benefits in the present are positive 

Whenever the user costs are positive in the present 

Whenever the discount rate is zero 


0200p 
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PART B 
Candidates MUST answer any TWO (2) of the SIX (6) questions in the answer books 
provided. 
(20 marks are allocated to each question) 


Question 21 
Discuss the contention that many environmental problems arise from the absence (or 
unclearly defined assignation) of property rights. (20 marks) 


Question 22 

A coal-fired power station produces atmospheric pollution that has an adverse effect on the 
health of the population of a town located downwind from it. Describe (using a diagram to 
illustrate your answer) how Coasean bargaining might be used to resolve the pollution issue 
between these two parties. (20 marks) 


Question 23 

What kinds of benefits do we derive from the Great Barrier Reef? Discuss this question with 
reference to the ecosystem services the Great Barrier Reef provides and by relating these 
services to the different components of total economic value. (20 marks) 


Question 24 
Explain how the efficient allocation of a non-renewable resource over two time periods can be 
determined, illustrating your answer with a diagram (or diagrams). (20 marks) 


Question 25 

a) Explain how a timber company could decide whether to “clear cut” a forest plot or to 
harvest only the annual increase in growth. What variables will they take into account? 
(8 marks) 

b) Why will an increase in the interest rate tend to reduce the age at which forest plantations 
are harvested? Use a graph to illustrate your answer. (12 marks) 


Question 26 
Explain the difference between the concepts of “weak” and “strong” sustainability. (20 marks) 
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Student Number: 


PART A - MUTIPLE CHOICE ANSWER SHEET 


This sheet is to be detached and handed in with your answer books at the end of the 
examination. 


Please CIRCLE clearly the correct answer (or answers). 


Question 
1. eae ebe ece ede ece 
2. eae ebe ece ede ece 
3. eae ebe ece ede ece 
4. eae ebe ece ede ece 
5: eae ebe ece ede ece 
6. eae ebe ece ede ece 
7. eae ebe ece ede ece 
8. eae ebe ece ede ece 
9. eae ebe ece ede ece 
10. eae ebe ece ede ece 
11. eae ebe ece ede ece 
12. eae ebe ece ede ece 
13. eae ebe ece ede ece 
14. eae ebe ece ede ece 
15. eae ebe ece ede ece 
16. eae ebe ece ede ece 
17. eae ebe ece ede ece 
18. eae ebe ece ede ece 
19. eae ebe ece ede ece 
20. eae ebe ece ede ece 


Please remember - This examination paper MUST BE HANDED IN. Failure to do so will result in the 
cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 
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